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Gendis Inc. participates in the oil and gas exploration and development industry through shareholdings in Pioneer Natural Resources 
Company of Texas, Pioneer Natural Resources (Canada) Ltd. of Calgary, Chauvco Resources International Ltd. of Bermuda and an equity interest 
in Tundra Oil and Gas Ltd. of Winnipeg. 


Gendis Inc. will also be participating in the pipeline industry through its equity interest in Fort Chicago Energy Partners L.P., a limited 
partnership, of Calgary. Fort Chicago Energy Partners L.P. has an equity interest in the Alliance Pipeline project and Aux Sable natural gas 
extraction plant project which are scheduled to commence operation in the year 2000. 


Gendis Inc. is active in the retail merchandising industry through Saan Stores Ltd., a wholly owned subsidiary which operates junior 
department, family, children’s and women’s clothing stores across Canada. These retail outlets have a broad geographic base and operate under 
the names “Saan”, “Saan for Kids”, “Red Apple Clearance Centre” and “Pomme Rouge”. 


Gendis Inc. is also active in real estate management and development through a wholly owned subsidiary, Gendis Realty Inc. 
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REPORT TO SHAREHOLDERS 


The fiscal year ended January 31, 1998 has been one of major 
changes in the fundamentals of our business. The company’s 
holdings have changed from being primarily involved in retail 
operations with holdings in two profitable oil and gas companies and 
real estate, to having major holdings in oil and natural gas, and 
pipeline activities with somewhat reduced emphasis in retail 
operations and continued real estate interests. 


Holdings in the energy and pipeline sectors now comprise two-thirds 
of the assets of the company, with our retail operation, Saan Stores, at 
a quarter of the assets. 


Consolidated sales for the year ended January 31, 1998 amounted to 
$410,284,000, a decline from $509,337,000 reported last year. 
However, the reduction in sales was principally due to the 
rationalization of the MMG Management Group in February 1997. 
In the fiscal year, net earnings were $73,309,000. The result includes 
a gain of $162,750,000 on exchange of investments (an after tax gain 
of $83,550,000) and a provision for loss of $13,800,000 on 
investments. In addition, a charge of $22,123,000 related to 
restructuring of the retail operations was charged to net earnings for 
the year. The prior year’s loss of $40,843,000 included a charge of 
$41,482,000 relating to the restructuring of the retail operations. The 
restructuring of the retail group and the associated cost is now 
complete. 


The most significant event of the current year was the completion of 
the exchange of our interests in Chauvco Resources Ltd. for 
7,254,000 common shares in Pioneer Natural Resources Company, 
one of the largest independent drilling and production oil and natural 
gas companies in the United States and its Canadian subsidiary. The 
value of the share exchange aggregated $298,778,000. 


Through various acquisitions and financings in 1997, Pioneer has 
more than doubled its oil and natural gas reserves expanding beyond 
the United States to Canada, South America and Africa. 


With the decline in oil prices in 1997 and early 1998 and the 
lowering of Pioneer’s 1998 production forecasts, the market value of 
our holdings in Pioneer declined by 23% to January 31, 1998. The 
Pioneer share price has increased somewhat since that date. While 
we are disappointed with the drop in market value, we are confident 
in Pioneer’s management and believe the fundamentals of Pioneer 
are sound. We look forward to a further increase in the value of our 
investment in 1998. 


In October 1997, through the rights received from Chauvco 
Resources Ltd., Gendis acquired a 22% interest in Fort Chicago 
Energy Partners L.P. for $84.5 million. Fort Chicago holds a 26% 
interest in a new venture in the pipeline industry called the Alliance 
Project. The project involves the design, construction and operation 
of a mainline natural gas pipeline facility from northeastern British 
Columbia to delivery points near Chicago, Illinois and the 
construction and operation of a natural gas liquids extraction facility 
proposed to be built near Chicago. The capital costs associated with 
this venture are estimated at $4.1 billion, financed by a consortium of 
bankers and shareholders’ equity. The project’is currently in the 
approval process with the Canadian and U.S. regulatory authorities 
and is estimated to be in service by mid-2000. We intend to hold 


our indirect 6% interest in the Alliance Project for the long term as 
we expect significant cash returns once the pipeline and extraction 
plant are in service. 


Also of significance, Tundra Oil and Gas Ltd., a partnership with 
Richardson Oil and Gas Ltd., acquired Corvair Oils Ltd. of Alberta. 
This more than doubled proven reserves and more than doubled the 
land position of Tundra. 


In December 1997, Chauvco Resources Ltd. distributed its interest in 
the operation in Gabon to its shareholders through the newly created 
Chauvco Resources International Ltd. which now trades on the 
Toronto and Alberta Stock Exchanges. Early in 1998 as a result of 
disappointing estimates of recoverable crude oil from one of the 
properties in the Gabon reserves, Chauvco Resources International 
Ltd. suspended a new $22 million equity financing. Asa 
consequence, we wrote down the value of our investment in the 
company by $3.6 million. 


Last year we announced that, after a strategic review assisted by our 
financial and strategic consultants, Gendis needed fundamental 
change in the retail operations. Our course of action was to 
withdraw funding support of our wholly owned subsidiary, 
Greenberg Stores Limited. This company, operating the Metropolitan 
and Greenberg retail chains, was voluntarily assigned into bankruptcy 
on February 11, 1997. Our action plan removed the burden of the 


_ loss stores and eliminated one head office and distribution centre 


from our expense structure. Saan Stores Ltd. acquired 89 stores from 
the Trustee of Greenberg Stores Limited and consequently, Saan 
Stores has become a truly national retailer with 313 store locations 
covering all provinces and territories of Canada. 


Saan Stores has made a number of organizational, personnel and 
structural changes to accommodate the expansion of territory with 
the addition of the 89 new stores. Enhanced planning procedures 
and new financial and operating control disciplines have been 
adopted. Saan Stores’ primary objective of its three year business 
plan is to raise profitability of the chain. While operating profits 
declined in the current year, partly due to costs associated with the 
integration of the new stores, we believe the chain is well on its way 
to meeting that objective within our established planned time frame. 


At present, Gendis Inc., as the parent company, arranges for external 
support for the total requirements of the company including the retail 
operation. Recently we entered into negotiations with an asset based 
lender for a three year line of credit of up to $75 million for Saan 
Stores pledging inventory and receivables as collateral. The 
agreement with that lender is being finalized. Once finalized, this 
loan, along with Gendis Inc.’s fixed debt of $15. million and equity 
interest in Saan Stores Ltd., will place the retail operations on a stand 
alone basis for its financing allowing Saan Stores Ltd. to plan for an 
initial public offering within the next two years. 


We have a number of valuable real estate holdings that provide cash 
flow support for the company. We disposed of several properties in 
1997 that were surplus to supporting our retail needs and will 
continue to review our portfolio to ensure maximizing revenues from 
our properties. 


Because of losses and costs associated with the restructuring of our 
retail operations, in early 1997 we were obliged to collateralize our 
bank credit arrangements as the price for on-going support from our 


bankers. We also agreed to comply with various debt covenants 
commonly found in loan agreements. 


As a consequence of the general decline in quoted share prices in 
the energy sector and the associated decline of the market value of 
the shares of Pioneer, the ratio of the aggregate market value of the 
shares of Pioneer to indebtedness was less than that required in the 
Corporation’s credit agreement. However, the Corporation has 
received the support of its bankers, and expects this support to 
continue through to the June 30, 1998 maturity date of the credit 
facility. 


The Corporation is negotiating with its bankers for a renewal of its 
credit facilities at reduced borrowing levels beyond the June 30, 1998 
maturity date. Subsequent to January 31, 1998, to reduce the 
borrowing levels of its operating lines of credit, the Corporation sold 
1,000,000 shares of Pioneer for net proceeds of $31.6 million that 
were applied to reduce the bank facility permanently. In addition 
our bank loans will be reduced by $50 million relating to the 
available lines of credit currently being finalized with an asset based 
lender. 


The Corporation expects the renewal of the bank financing beyond 
June 30, 1998 will be completed successfully. The Corporation 
believes that its substantial investments in oil and natural gas, 
pipelines and real estate are sufficient to support the contemplated 
bank lines. 


REVIEW OF OPERATIONS 


Pioneer Natural Resources Company 


In August 1997, Parker & Parsley Petroleum Company and Mesa Inc. 
merged to form Pioneer Natural Resources Company (Pioneer), one 
of the largest independent exploration and production oil and gas 
companies in the United States. Pioneer is listed on the New York 
Stock Exchange. The merged company’s drilling and production 
operations were principally located in the southern United States. 


In September 1997 the Board of Directors of Chauvco Resources Ltd. 
approved a Plan of Arrangement that allowed Gendis to participate in 
the activities of Pioneer while retaining its interests in Chauvco’s 
Gabon operations and Alliance Pipeline investments. With Gendis’ 
support, the Plan of Arrangement was approved in December 1997. 
Chauvco merged its Canadian and Argentine assets with the 
operations of Pioneer, and Gendis received for its 14,689,000 
common shares in Chauvco, 4,045,000 common shares of Pioneer 
and 3,209,000 exchangeable shares of Pioneer Natural Resources 
(Canada) Ltd. (Pioneer Canada), a subsidiary company of Pioneer. 
The exchangeable shares may be exchanged for Pioneer shares on a 
one-for-one basis at any time. As part of the Plan of Arrangement, 
Chauvco distributed its interests in its operations in Gabon to the 
shareholders through the newly created Chauvco Resources 
International Ltd. (CRI), which now trades on the Toronto and 
Alberta Stock Exchanges. In addition, Chauvco distributed to its 
shareholders rights to acquire its 20% interest in the Alliance Pipeline 
and Aux Sable Plant projects (Alliance Project) through a transfer of 
its interests to. a newly formed limited partnership called Fort Chicago 
Energy Partners L.P. (Fort Chicago). 


The share for share transaction was recorded at the fair value of $41 
per share of the Pioneer shares as at the date of exchange resulting 


in a gain of $162,750,000 (after tax profit of $83,550,000). Due to 
declining oil prices in 1997 and early 1998, and the lowering of 
Pioneer’s 1998 production forecasts, the market value of the Pioneer 
shares have since declined by a disappointing 23% to January 31, 
1998. 


Gendis’ shareholding interests in Pioneer were 7.2% at January 31, 
1998, reducing to 6.2% following the sale of 1,000,000 shares in 
February 1998. 


Pioneer’s management team is led by Jon Brumley, Chairman of the 
Board of Directors and Scott Sheffield, President and Chief Executive 
Officer. Both Mr. Brumley and Mr. Sheffield are proven leaders in 
the industry with well established records of successfully building oil 
and gas companies. Guy Turcotte, a member of the Gendis Board 
of Directors, will join the Board of Directors of Pioneer in 1998. 


During 1997, Pioneer made a number of gas and oil acquisitions and 
financings, more than doubling its total proved reserves of crude oil 
and natural gas, expanding its geographic enterprise beyond the 
United States to Canada, Argentina, South Africa and Gabon. 


At December 31, 1997, Pioneer’s combined total proved reserves 
were 762 million barrels of crude oil and natural gas liquids and 2.3 
trillion cubic feet of natural gas. The balanced reserve base has an 
average reserve life index of over 11 years and should provide stable 
production as a foundation for long term growth. 


Pioneer’s total assets and shareholders’ equity were $3,947 million 
U.S. and $1,549 million U.S. respectively at December 31, 1997. 
The company recorded a net loss of $891 million and net cash 
provided by operating activities of $228 million for the year ended 
December 31, 1997. The net loss included a one time non-cash after 
tax charge of $863 million from the write down of impaired long 
term assets. The company declared dividends of 10¢ per share on 
its common shares in 1997. 


While we are disappointed with the decline in the market value of 
our Pioneer shares, we are confident in the Pioneer management 
team and we look forward to increased value of our investment in 
1998. We believe Pioneer is a sound company for the medium and 
long term. 


Chauvco Resources International Ltd. 


Gendis Inc. owns 14,689,000 (29%) of the issued common shares of 
Chauvco Resources International Ltd. 


CRI currently produces oil in Gabon and is evaluating other 
investment opportunities in West Africa and the Middle East. 


In February 1998, CRI gave notice of its intent to secure additional 
equity financing by way of a rights offering for warrants to be 
exchanged for common shares. Following this notice, CRI suspended 
the offering as a result of disappointing estimates of recoverable crude 
oil from one of the properties in the Gabon reserves. 


The quoted market value of the CRI shares has declined significantly 
since January 31, 1998, and we believe this decline is not temporary 
in nature. Accordingly we have made provision for loss on this 
investment of $3.6 million to reflect the book value of the shares in 
CRI at 20¢ per share as at January 31, 1998. 


The company has in place a competent team led by an experienced 
international oil and gas executive and, with their sizable land 
holdings in Gabon and attractive prospects in middle eastern and 
African countries has a positive outlook for the future. 


Fort Chicago Energy Partners L.P. 


Fort Chicago is a newly formed limited partnership established to 
hold an equity interest in the Alliance Project. Immediately prior to 
the Plan of Arrangement with Pioneer, Chauvco distributed to its 
shareholders rights to acquire its 20% interest in the project. 


In October 1997, Gendis Inc. acquired 14,689,000 special warrants 
from Fort Chicago at $5.75 per special warrant for $84.5 million and 
in January 1998 Gendis exchanged the special warrants for an equal 
number of Class A Units, for no additional consideration. Our 
holdings of Class A Units represent a 22% interest in Fort Chicago 
and a resultant 6% indirect interest in the Alliance Project. The 
acquisition was financed by an $84.5 million facility from the 
company’s bankers. Fort Chicago is the largest owner at 26% of the 
$4.3 billion cost of the Alliance Project. 


The Alliance Pipeline project involves the design, construction and 
operation of a mainline natural gas pipeline from northwestern 
Alberta to delivery points near Chicago, Illinois, and the construction 
and operation of lateral pipelines and related facilities connecting gas 
processing facilities located in Alberta and northeastern British 
Columbia. The Aux Sable Plant project involves the construction and 
operation of a natural gas liquids extraction facility near the terminus 
of the Alliance Pipeline in the United States. 


The Alliance Project has now been fully financed by banking 
commitments for 70% non-recourse debt and equity by the projects’ 
shareholders. 


The Alliance Project has preliminary approvals in the United States 
and is presently in hearings with the National Energy Board (NEB) for 
approval in Canada. The U.S. approvals are still subject to a 
successful environmental impact study and NEB approval. The NEB 
approval process is expected to be completed in the fall of 1998. 
The project is expected to be completed and in service in mid 2000, 
at which time we can expect to commence receiving cash returns on 
our Investment. 


Tundra Oil and Gas Ltd. 


Gendis Inc. owns 50% of the issued shares of Tundra Oil and Gas 
Ltd. (Tundra), a private company that produces oil in western 
Manitoba and Alberta. During 1997, Tundra’s oil production was 
2,748 barrels per day, a 25% increase over the previous year’s level. 
Despite a 9% decline in oil prices, after-tax cash flow increased by 
19% to $11.8 million. 


In September 1997, Tundra acquired Corvair Oils Ltd. (Corvair), a 
private company based in Edmonton. Largely as a result of this 
acquisition, Tundra’s proved oil and gas reserves increased from 5.1 
million to 9.9 million barrels of oil equivalent over the past year. In 
addition, Tundra’s land position rose from 68,000 to 150,000 net 
acres, 40% of which are owned under fee simple title. Gendis 
supported this acquisition by a $5.0 million purchase of shares in 
Tundra. 


In 1998, Tundra is projecting to produce 3,875 barrels of oil 
equivalent per day. The increase is expected to come from a full 
year’s consolidation of Corvair operations as well as an on-going 
drilling program of at least 25 wells. While oil prices are down 
appreciably from 1997 levels, Tundra has sold forward more than 
50% of its anticipated 1998 production at prices in excess of $27 per 
barrel, being benchmark West Texas Intermediate crude in Canadian 
funds. 


Saan Stores 


Sales revenues for the year amounted to $400,969,000, an increase ~ 
of 53% from the prior year’s total of $262,446,000. A significant 
portion of the increase was due to the acquisition of 89 stores from 
the former MMG Management Group on February 11, 1997. 


Sales volumes of the new stores achieved our expectations when our 
focus was on clearing out discontinued merchandise lines and 
assortments. In August 1997, Saan re- opened these stores in the Saan 
format with a major marketing initiative, celebrating the 50th 
Anniversary of the chain. 


Operating profits for the year decreased by $3,358,000, a 44% 
reduction from the prior year. Gross margins had improved 
marginally during the first three quarters of 1997. However, 
unusually mild weather leading into the Christmas selling season 
required aggressive markdowns to promote sales, which resulted in - 
reductions to margins and operating profits. With the addition of the 
stores acquired from the MMG Management Group, Saan 
concentrated on introducing Saan stores in eastern Canada and 
integrating these stores into the Saan format. The cost of intestation 
of these stores also affected operating profits. 


During the year, Saan opened six new locations and closed 35 stores, 
a rationalization of redundant locations. Non profitable stores are 
being reviewed with the intention of making them profitable or 
closing them at the least cost to the company. 


Saan’s focus in 1998 is to augment its present merchandise selection 
in the Saan clothing stores with selected hard line assortments geared 
to increasing repeat visits and sales per square foot. Saan will also 
increase its inventory turnover through a combination of reduced 
inventory, increased supplier involvement and quicker stock 
replenishment of basic inventories. To develop the Saan image 
further, we have engaged Padulo Integrated Inc., a highly successful 
advertising agency, to communicate, market and increase our reach 
and frequency with the consumer. Saan’s focus of achieving growth 
in sales and profitability through internal expansion in the 
merchandising division will continue through selective opening of 
new stores, expansion of existing locations where opportunity to 
increase volume is present, and the introduction of new retailing 
formats. 


Real Estate 


Revenues for the year including inter-segment revenues were 
$6,238,000 compared to $6,226,000 for last year. Operating profit 
for 1997 was $3,838,000, a reduction of $36,000 from the previous 
year. While several strategic properties experienced significant 
reduction in vacancy in 1997, overall vacancy remains flat at 10% 
as a result of closures of locations that supported the retail operations. 


During the year, the corporation sold six properties previously 
occupied by the retail operations. These properties were surplus 
to our Corporate needs. At the end of the fiscal year the 
corporation owned 45 properties categorized as follows: 21 
commercial, 17 in support of retail operations and 7 properties to 
be sold which are surplus to our needs. 


OUTLOOK 


We have actively changed the content of our business, increasing 
our asset base in the energy sector, a sector in which we have had 
over 20 years of experience. We intend to build on that experience 
and seek out opportunities for mergers and/or acquisitions in oil 
and natural gas exploration and development. Our intention is to 
take an active role in that sector through the assumption of an 
operating role. Monetization of some of our extensive holdings in 


our passive oil and natural gas investments will make available _ 


cash resources to fund these new investments. 


We have entered the pipeline industry with a significant investment 
in Fort Chicago Energy Partners L.P. and intend to use the 
substantial cash flow to start in the year 2000 to source new 
investments and to reduce bank lines of credit. 


There is every indication that the Saan restructuring has been 
successful. Saan is in the mid-point of their three year business 
plan and they are meeting and, at times exceeding, our 
expectations. It is our intention to plan for an initial public offering 
of Saan in late 1999, or at the latest, by mid-year 2000, depending 
upon market conditions prevailing in that time frame. 


The 1998 year is a continuation of the transition of Gendis to a 
return to sustained and growing profitability thereby enhancing 
value to our shareholders. 


$+ 


In conclusion, we wish to thank our many employees and our 
Board of Directors for their continued support and dedication. In 
particular we wish to thank those members of the Board of 
Directors who retired during the year, Messrs. Cedric Ritchie, 
Douglas Everett, and Ronald Basford, for their valued counsel. 


Albert D. Cohen, 
Chairman & Chief Executive Officer 


Lh 


G. Allan MacKenzie, 
President & Chief Operating Officer 


MANAGEMENT DISCUSSION 
AND ANALYSIS 


The financial highlights for the past three fiscal years are 
summarized as follows: 


199 1996 1995 
($000’s) ($000’s) — ($000's) 
Sales 
Saan Stores 400,969 262,446 269,918 
MMG Management Group 5,507 243,843 256,692 
Real Estate 6,238 6,226 6,588 
Inter-segment revenues (2,430) (3,178) (3,461) 


410,284 DOM MeO oo eas 
Operating profit (loss) 


Saan Stores 4,215 7273 (939) 

MMG Management Group (1,686) (24,981) | (24,120) 

Real Estate 3,838 3,874 3,499 

Total operating profit (loss) 6,367 (13,534) (21,560) 
Unallocated corporate 

income (expense) (1,798) A51 (3,182) 
Interest expense (7,225) (4,993) (8,672) 
Net earnings (loss) 

before the undernoted (2,656) (18,076) (33,414) 
Cost of restructuring (22,123) (41,482) a 
Gain on exchange 

of investments 162,750 — us 
Provision for loss 

on investments (13,800) a — 
Income tax 

(provision) recovery (63,153) 5,700 13,442 
Equity in the earnings 

of investments 12,291 13,015 10,485 
Discontinued operations — — TOS; 20%, 
Net earnings (loss) 

for the period 73,309 (40,843) 95,810 
Earnings (loss) per share 4.38 (2.44) 5.66 


Fiscal year 1997 compared with fiscal year 1996 


Sales decreased $99.1 million while operating profit increased $19.9 
million over 1996. The sales reduction was primarily due to the 
closing of 80 retail locations of the MMG Management Group near 
the beginning of 1997. The increase in the operating earnings was 
due to the closing of the 80 non contributing locations. 


The gain of $162.8 million is from the exchange of Gendis’ equity 
interest in Chauvco Resources Ltd. for a portfolio investment holding 
in Pioneer Natural Resources Company and its subsidiary Pioneer 
Natural Resources (Canada) Ltd. 


One million shares of Pioneer Natural Resources Company were 
targeted for sale in early 1998, and accordingly, a provision for loss 
of $10.2 million was recorded in 1997. Subsequent to the year end, 
the quoted market value of Chauvco Resources International Ltd. 
declined significantly and was considered not to be temporary. 


Accordingly, a provision for loss of $3.6 million was recorded in 
WER. 


The increase in the net unallocated corporate loss reflected the 
reduction in intersegment recoveries of the corporate office costs. 
Interest expense increased $2.2 million due to an increase in 
interest rates in 1997 and higher borrowings, primarily to finance 
the acquisition of the investment in Fort Chicago Energy Partners 
Pe : 


The earnings contribution from Gendis’ investments in the oil and 
gas business declined by $0.7 million, primarily due to the loss of 
earnings for the month of January 1998 from the exchange of 
Gendis’ equity interest in Chauvco for a portfolio investment 
holding in Pioneer. 


Fiscal year 1996 compared with fiscal year 1995 


Sales decreased $20.4 million and operating loss decreased $8.0 
million. The sales reduction was due to a combination of 
decreased consumer spending and competition from other retailers. 
The reduction in the operating loss was due to the improved 
performance by the Saan Store group. The continuing operating 
loss by the MMG Management Group became the principal factor 
triggering the restructuring of Gendis’ retail operations. 


The improvement in the net unallocated corporate income reflected 
the write-offs in 1995 of Gendis’ experiment in the hospitality 
business. Interest expense decreased $3.7 million due to lower 
interest rates prevailing throughout 1996 notwithstanding the effect 
of higher average borrowings during the past year as compared to 
Os 


The earnings contribution from Gendis’ investments in the oil and 
gas business increased by 24% to $13 million. The improvement 
was evident in the financial results of both Chauvco Resources Ltd. 
and Tundra Oil and Gas Ltd. 


1995 Discontinued Operations 


During the first quarter of fiscal year 1995, Gendis sold its 51% 
equity in the ownership of Sony of Canada Ltd. The transaction 
was for a total consideration of $207 million with a net gain of 
$105.3 million. The proceeds from the disposition were applied to 
reduce the outstanding debt of the corporation and had the effect of 
lowering interest expense for the fiscal year. The disposition also 
had the effect of eliminating one of Gendis’ core business segments 
and the source of operating earnings and cash flow that it provided. 


Gendis also wrote-off its investment within the hospitality sector 


during fiscal 1995. The resulting charge amounted to $5.7 million 
before tax recoveries. 


OPERATING RESULTS BY BUSINESS SEGMENT 
Oil and Gas Investments 
Fiscal year 1997 compared with fiscal year 1996 : 


Gendis’ equity share in the earnings of its oil and gas investments 
declined $0.7 million to $12.3 million. Chauvco Resources Ltd. 


accounted for $10.1 million of these earnings, a decrease of $0.2 
million over 1996 from an 11% increase in production offset by a 
4% decline in prices while we held the investment.. A consequence 
of the exchange of Gendis’ equity interest in Chauvco Resources 
Ltd. for portfolio investment holdings was the foregoing of earnings 
for the last month of the year.. There were no earnings in the year 
from the investment in Pioneer Natural Resources Company; 
Pioneer Natural Resources (Canada) Ltd; Chauvco Resources 
International Ltd. or from the equity holding in Fort Chicago Energy 
Partners L.P. Gendis’ contribution from Tundra Oil and Gas Ltd. 
totaled $2.2 million, inclusive of a cash dividend of $1.0 million. 
Tundra’s increase in production of 26%, primarily due to its 
acquisition in the year, was offset by a decline in hedged oil prices 
of 6% and an increase in operating and depletion charges. 


Fiscal year 1996 compared with fiscal year 1995 


Gendis’ equity share in the earnings of oil and gas investments 
increased $2.5 million to $13.0 million. Chauvco Resources Ltd. 
accounted for $10.2 million of these earnings, an increase of $3.1 
million over 1995. Chauvco’s net earnings increased by 34% in 
1996 due to higher oil and gas prices prevailing throughout the year 
notwithstanding an overall decline in production. Gendis’ 
contribution from Tundra Oil and Gas Ltd. totaled $2.8 million, 
inclusive of a cash dividend of $.9 million. Tundra’s earnings also 
improved in 1996 due to better oil prices and, in their case, through 
growth in production. 


Retail Operations 
The Restructuring 


In the first quarter of the fiscal year 1997, Gendis initiated a 
restructuring of its retail segment. The restructuring involved the 
closing of 80 retail outlets and the centralization of the segment’s 
head office functions. The closure of the retail outlets was 
concluded through the bankruptcy of a subsidiary, Greenberg 
Stores Limited, and its principal operating division, MMG 
Management Group. The aggregate cost of the restructuring is 
estimated to be $63.6 million before income tax recoveries. Gendis 
recorded a charge of $41.5 million to fiscal year 1996 pertaining 
to the valuation of inventories, capital assets and other assets and 
liabilities for the 80 closed retail outlets. A further provision for 
restructuring costs of $22.1 million was recorded in the first quarter 
of fiscal 1997 pertaining to continuing obligations and the costs 
associated with the centralization of head office and distribution 
functions. 


The bankruptcy of the chain was the chosen course of action after 
the decision by the Board of Directors of Gendis Inc. to withdraw 
financial support from the company. The decision was taken after 
four consecutive years in which MMG had incurred substantial 
operating losses resulting from declining sales revenues supported 
by a high cost structure. Sales revenues suffered as a result of 
decreased consumer spending and competition from other chains. 
As part of the restructuring of these retail operations, Saan Stores 
Ltd. acquired 89 of MMG’s stores. The stores are now operated 
under the ‘Saan Stores’ and ‘The Red Apple Clearance Centre’ 
(‘Pomme Rouge’ in French speaking communities) names. MMG’s 
head office in Pointe Claire, Quebec was closed at the end of 
summer 1997. 


Operations Review 


The financial highlights for Gendis’ retail operations for the past three 
fiscal year ends are summarized as follows: 


1.997 1996 1995 
($000’s) ($000's) ($000’s) 
Sales 
Saan Stores 400,969 262,446 269,918 
MMG Management Group 5507 243,843. , 256,692 


Operating profit (loss) 
Saan Stores 4,215 Tes (939) 
MMG Management Group (1,686) (24,981) (24,120) 


Fiscal year 1997 compared with fiscal year 1996 


The sales increase over last year of $138.5 million for Saan Stores 
was largely due to the incorporation of the continuing 89 MMG retail 
outlets into the Saan organization. Sales reported for MMG in the 
current year represent approximately two weeks of operations at the 
start of the year prior to MMG ceasing operations on February 11, 
1997. Ona same store basis, sales increases (calculated on a 
comparative 52 week basis for both years) were 1%. This annual 
figure reflects the rationalization of merchandise assortments in the 
_ integration of the 89 MMG locations during the first and second 

quarter of the year. For the fourth quarter, same store sales increases 
(calculated on a comparative 13 week basis for both years) improved 
to 4% for continuing Saan locations and 3% for continuing MMG 
locations. 


Operating profits came under pressure from markdowns due to the 
unseasonably warm weather prior to the Christmas selling period. 
With the competition taking drastic markdowns to clear inventory, 
Saan was forced to follow suit in order to remain competitive. 
Operating expenses remained tightly controlled, in order to achieve a 
modest decline in operating profits from last year. 


Fiscal year 1996 compared with fiscal year 1995 


During 1996, overall sales in the Saan Stores division, which includes 
Saan Stores, Saan for Kids and the western region of the Red Apple 
Clearance Centres, declined $7.5 million and operating profit 
increased $8.5 million when compared to 1995. Same stores sales 
declined 3.3% year over year. The increased operating profit was 
attributable to a combination of improved gross margin and reduced 
expense levels in all areas of the business. 


The changes in store locations during the fiscal year 1997 are as 
follows: 


Opened Closed Format End of 
Conversion Year 
Saan Stores 5 27 (5) 270 
Saan for Kids Stores = = =o 6 
Red Apple Stores 1 8 5 37, 


During 1997, total net selling space in the retail operations was 
reduced by more than 1.5 million square feet to approximately 4.1 
million square feet. This reduction is primarily a result of the 
closing of 80 of the MMG locations stores at the beginning of the 
year and 35 locations during the year, 12 of which were locations 
where Saan was operating a store in the same market as an 
acquired MMG location. During 1996, total net selling space in 
the retail operations was reduced by more than 350,000 square feet 
to approximately 5.6 million square feet. This reduction resulted 
from the closing of 33 stores prior to the fiscal year end, whereas 
only 8 new stores were opened during the year. 


Real Estate 
Fiscal year 1997 compared with fiscal year 1996 


External revenues from real estate properties increased by $0.8 
million, primarily due to earnings on commercial rent revenues on 
the former MMG distribution centre in Montreal, Quebec. As a 
result of carrying costs associated with vacancy due to store 
closures in company owned locations, operating profit remained 
flat with the prior year. In 1997, six properties that were surplus to 
Gendis’ long term plans were sold for $3.1 million, generating pre- 
tax profits of $0.7 million. At year end, we own a total of 45 
properties of which 21 are classified as commercial and 17 are 
employed in support of retail operations. Seven properties, 
formerly employed to support retail operations, are considered 
surplus and will be sold. In 1997, the vacancy rate on the 
commercial properties remained at 10%. 


Fiscal year 1996 compared with fiscal year 1995 


Net revenues from commercial real estate properties amounted to 
$3.0 million, a decline of 2.5% from 1995 revenues of $3.1 
million. Operating profit increased 10.7% over 1995. During 
1996, two properties were sold at a modest profit. The vacancy 
rate on the commercial properties averaged 10%, as compared to 
21% in 1995. 


Year 2000 


Gendis is currently managing its operational risk relating to the 
calendar change for the year 2000. The risk is primarily in the Saan 
Store operations. Gendis started working on the solution in early 
1997 and has identified application programs, operating systems 
and databases that require modification. We have committed 
internal resources and external consulting services to ensure all year 
2000 issues will be addressed. The plan is to complete this project 
by December 31, 1998 with an estimated cost of $0.7 million. 


Gendis is not dependent on any merchandise product or service 
supplier. Consequently, we are confident that our source of supply 
will not be subject to major disruption from the failure of a given 
supplier to address its Year 2000 issues. 


FINANCIAL REVIEW 


1997 1996 1995 
($000’s)  ($000’s) ($000's) 
Working capital (deficiency) (114,865) (5,508) 38,052 
Investments 394,724 141,921... 130,706 
Capital assets 69,373 77,408 102,871 
Total debt 199,188 85,603 48,799 
Shareholders’ equity 314,350"), 242°329-.- 2905700 
Cash flow from earnings (5,628) (10,889) (18,210) 
Net cash provided (used) by: 
operating activities (21,071) (23,860) (18,132) 
investing activities (90,545) (6:73) 2 N67) 7 23, 
financing activities (1,288) (75218) (ZO ee) 


Net Cash Provided by Operating Activities 


During 1997, operating activities used cash resources of $21.1 
million, $2.8 million lower than in 1996. Cash flow from earnings 
was negative at $5.6 million, an improvement of $5.3 million from 
1996. The working capital deficiency situation is expected to be 
rectified by June 30, 1998, as we negotiate with our lenders for long 
term credit lines as further discussed in the “Financial Requirement 
and Liquidity” commentary. 


During 1996, operating activities used cash resources of $23.9 
million, $5.7 million higher than in 1995 primarily due to the 
payment of tax liabilities outstanding from 1995. Cash flow from 
earnings was negative at $10.9 million, an improvement of $7.3 
million from 1995. 


Net Cash Used in Investing Activities 


During 1997, net cash used in investing activities was $90.5 million 
from a $84.5 million investment in Fort Chicago Energy Partners L.P. 
and a $5.0 million investment in Tundra Oil and Gas Ltd. to assist 
them in their acquisition of Corvair. In 1997, capital expenditures 
were $6.9 million, down slightly. from the prior year. 


During 1996, net cash used in investing activities was $6.2 million, 
compared with net cash provided of $167.7 million during 1995. In 
1996, capital expenditures were $7.5 million as compared to $19.9 
million in 1995 and $21.1 million in 1994. The reduced level of 
capital expenditures in 1996 reflected the curtailment of store 
openings in 1996. 


Net Cash Used in Financing Activities 


During 1997, cash used in financing activities consisted of $2.0 
million for dividends to shareholders. The reduced dividend payout 
reflected the reduction in the quarterly dividend for the full year in 
1997. 


During 1996, cash used in financing activities consisted of $5.3 
million for dividends to shareholders and $2.2 million in the 
redemption of shares purchased under a normal course issuer bid in 
the first half of the year. The reduced dividend payout reflected the 
reduction in the quarterly dividend commencing with the second 
quarter of 1996. 


Debt 


At January 1998, Gendis’ total debt outstanding was $199.2 million, 
an increase of $113.6 million over the prior year. The increase in 
debt was due to the investments in Fort Chicago Energy Partners L.P. 
and in Tundra Oil and Gas Ltd., as well as financing capital 
expenditures and an increase in working capital. 


In early 1998, Gendis sold one million shares of its investment in 
Pioneer Natural Resources Company for proceeds of $31.6 million 
that were applied to reduce debt. For 1998, cash flow from 
operations is expected to be sufficient to fund capital expenditures, 
dividends and provide for a modest decline in the debt position by 
year end. 


Gendis had no fixed rate debt over the last three years. The average 
interest rate paid on total borrowings was 5.7% and 5.1% 
respectively for fiscal years 1997 and 1996. 


RISKS AND UNCERTAINTIES 


Approximately 50% of Gendis’ total assets at carrying value are 
invested as a portfolio holding in a publicly traded U.S. oil and gas 
company, Pioneer Natural Resources Company and its Canadian 
subsidiary. Accordingly, the value of the investment is dependent 
upon the investor evaluation of Pioneer's operating performance and 


_ its prospects in the future. The expectation is that the investment in 


Pioneer will increase in market value in tandem with an increase in 
oil prices. 


Approximately 15% of Gendis’ total assets at carrying value are 
invested in a publicly traded limited partnership, Fort Chicago Energy 
Partners L.P., which is the largest shareholder in the Alliance Pipeline 
Project for the construction and operation of a natural gas pipeline 
from Northeastern British Columbia to Chicago and in Aux Sable 
Plant project, a natural gas liquids extraction plant at the terminus of 
the pipeline. The project has not yet received all of the regulatory 
approvals to proceed. There are potential risks of cost overruns and 
delays in the construction of the pipeline and the plant as well as risks 
associated with natural gas price fluctuations, competition from other 
sources of energy supply and environmental issues once the pipeline 
and extraction plant become operational. The expectation is that the 
investment in Fort Chicago Energy Partners L.P. has the potential to 
provide earnings and cash flow to Gendis of approximately $17 
million per annum when the pipeline and plant become fully 
operational in mid year 2000. 


The principal risks and uncertainties faced by each of the operating 
business segments are common to all enterprises with which we 
compete. For retailing activities, the focus has been on the niche 
market in smaller towns across Canada that our major competitors 
have not entered. A significant risk exists in the pricing policies 
established by the lowest cost competitor with respect to national 
brand products. We have emphasized the development of in-house 
proprietary brands that provide us with the differentiation in 
establishing our own pricing levels. Goods imported for resale are 
subject to the risk of fluctuation in currency values. To minimize risk, 
a currency hedging program is employed, when considered 
appropriate, that allows us to fix our merchandise cost. Other risks, 
including the weather, the general state of the economy and 
changing consumer attitudes are normal business risks for which | 
management establishes programs and other initiatives to achieve 
optimal operating performance. 


FINANCIAL REQUIREMENTS AND LIQUIDITY 


Gendis ended fiscal year 1997 with credit facilities totaling $238 


million, of which approximately $44 million was unused. The credit — 


facility expires June 30, 1998. Gendis was obliged to provide a 
hypothecation of its shares in Pioneer Natural Resources Company, 
Pioneer Natural Resources (Canada) Ltd. Chauvco Resources 
International and units in Fort Chicago Energy Partners L.P. and a 
general security agreement over all other assets other than Tundra Oil 
and Gas Ltd. to the banks in support of these credit lines. Gendis has 
also agreed to comply with various debt covenants commonly found 
in loan agreements. Included in the covenants, is the requirement 
for the corporation to maintain its borrowings at a level where the 
aggregate maket value of Pioneer Natural Resources Company and 
Pioneer Natural Resources (Canada) Ltd. is greater than 1.25 times 
bank indebtedness. At year end and at various times subsequent to 
year end, as a consequence of the general decline in quoted shares 
prices in the energy sector and the associated decline of the market 
value of the shares of Pioneer Natural Resources Company and 
Pioneer Natural Resources (Canada) Ltd., the aggregate market value 
of the shares to indebtedness was less than the ratio required by the 
credit facility. However, the Corporation has received the support of 
its bankers to date and expects this support to continue through to 
the maturity date of the credit facility. 


To reduce outstanding loans, one million shares of the investment in 
Pioneer Natural Resources Company were sold and the proceeds of 
~ $31.6 million were applied to reduce the debt. An agreement with 

~ an asset based lender for a three year term financing of up to $75 
million for Saan Stores Ltd., pledging inventory and receivables as 
collateral, is being finalized. We are confident that a renewal of our 
credit facilities with our Canadian bankers will be arranged, at a 
reduced amount. Gendis’ substantial investments in oil and gas, 
pipelines and real estate are sufficient to support the contemplated 
bank lines. 


FINANCIAL INSTRUMENTS 


Gendis entered into forward exchange contracts for the sale $50 
million in U.S. funds during March, April and May of 1998 as a 
hedge of the sale of its investment in Pioneer Natural Resources 
Company. The gains or losses on the forward contracts will be 
determined and recognized when the contracts are settled. 


CORPORATE GOVERNANCE POLICY 


The following analysis uses definitions contained in the Toronto Stock 
Exchange Report on Corporate Governance and is numbered in 
response to specific guidelines. This analysis was adopted by the 
Board of Directors on March 21, 1997 and is updated on an annual 
basis. 


te The Board has the responsibility to direct the management of 
the business and affairs of the Corporation and towards that 
end has redefined the responsibilities of the established 
committees in order to improve corporate governance. 


(i) The Board met over two days in June 1995 to discuss strategic 
planning for the Corporation and decided to continue its 


investments in the retail trade and the oil and gas industries 
and to consider new areas of investment. The Executive 
Committee is responsible for monitoring this process and 
reporting to the Board. Management presents, on an ongoing 
basis, proposals to carry through on the strategic plan. During 
the latest fiscal year, management commissioned reports from 
an investment banker to address issues arising from the 
strategic plan approved by the Board and to provide a fairness 
opinion regarding the exchange of the Corporation’s interests 
in Chauvco Resources Ltd. 


(ii) The principal risks of the Corporation’s business are outlined 


under the “Management Discussion and Analysis”. The Board 
and its committees review these risks periodically; set policy 
for the management of these risks when appropriate; and 
receive reports from management on the manner by which 
the risks are being assessed and managed. 


(iii) On an annual basis, the Board appoints management for the 


ensuing year. Succession planning for the CEO position is 
ongoing and has been entrusted to the outside directors. 
Management of Gendis Inc. advises that individuals are 
currently employed who possess the required skills and 
abilities to support, in detail, the broad responsibilities of 
management. As part of the reorganization of the 
Corporation’s retail investment, management continues to 
broaden the skill sets available within Saan Stores Ltd. with a 
view to ensuring well-managed growth of Saan Stores Ltd. 
Management advises that each area of functional 
responsibility of Saan Stores Ltd. also has depth of qualified 
personnel. 


(iv) Management has developed a formal Communications Policy 


which addresses the interests of the stakeholders of the 
Corporation, namely shareholders, employees, suppliers, 
customers, governments and the public. The Communications 
Policy has been approved by the Board. 


(v) The Audit Committee monitors the integrity of the 


Corporation's internal control and management information 
systems. The Audit Committee meets with the Vice President, 
Finance and the shareholders’ auditors twice a year to discuss 
and review such matters and report to the Board. 


The Board consists of nine members, four of whom are 
unrelated directors. An unrelated director as defined in the 
Corporate Governance Guidelines “is a director who is 
independent of management and is free from any interest and 
any business or other relationship which could, or could 
reasonably be perceived to, materially interfere with the 
director's ability to act with a view to the best interests of the 
corporation, other than interests and relationships arising from 
shareholding. A related director is a director who is not an 
unrelated director.” An inside director is an employee of the 
Corporation or of a subsidiary. The Board has resolved that its 
composition should include a majority of unrelated directors. 
The Corporation does not have a “significant shareholder”, 
which is defined by the Corporate Governance Guidelines as 
“a shareholder with the ability to exercise a majority of the 
votes for the election of the Board of Directors.” There is no 
agreement among members of the founding Cohen family 
dealing with matters usually found in shareholder agreements, 
including voting for directors. 


The Board states that it is not composed of a majority of 
unrelated directors. Mr. Albert D. Cohen and Mr. G. Allan 
MacKenzie, management directors, are related directors. Mr. 
Joseph H. Cohen, an officer of the Corporation, is a related 
director. Mr. Anthony J. Cohen is the son of Mr. Albert D. 
Cohen, and is a related director. Mr. Charles F. Cohen, until 
December 5, 1997, was an officer of a subsidiary corporation, 
is a nephew of Mr. Albert D. Cohen and is a related director. 
Mr. Guy Turcotte, Chairman and Chief Executive Officer of 
Fort Chicago Energy Partners L.P., a partnership owned as to 
22% by Gendis Inc., is an outside and unrelated director for 
the purposes of the Corporate Governance Guidelines. 
Messrs. Edward C. Lumley, Lawrence O. Pollard and Barry C. 
Steers are unrelated directors, having regard to a review and 
analysis of their relationships with the Gendis Inc. group of 
corporations by the Vice President, Secretary and General 
Counsel of the Corporation. The review included the role of 
Mr. Lumley as an officer of the investment banker chosen by 
the Corporation to address issues arising from the strategic 
plan approved by the Board and to provide the fairness 
opinion referred to above. 


The Corporate Governance Committee, composed exclusively 
of three outside/unrelated directors, is responsible for 
proposing to the full Board new nominees to the Board. The 
Corporate Governance Committee solicits the names of 
nominees from Board members and management of outside 
and unrelated individuals, with appropriate experience, prior 
to making a final recommendation. To date, the Corporation 
does not have a formal process for assessing directors on an 
ongoing basis because, considering the size of the Board and 
the involvement of Board members on committees, 
assessment is an ongoing process. The Human Resources and 
Compensation Committee has been assigned responsibility for 
this process. 6 


The Human Resources and Compensation Committee has 
been assigned the responsibility for assessing the effectiveness 
of the Board as a whole, the committees of the Board and the 
contribution of individual directors. No formal assessment 
process has been developed. 


The Corporation has not had a formal orientation and 
education program for new recruits to the Board. New 
nominees meet with senior management on key business, 
financial, operational and legal issues. 


The Corporate Governance Committee and the Board have 
reviewed the size of the Board and its composition and have 
resolved to decrease the size to 7 from 9 members, so that a 
majority of the Board would then be constituted by 
individuals who qualify as unrelated directors. 


The Corporate Governance Committee is reviewing the 
amount and form of the compensation of directors. 


10. 


11. 


12. 


ek 


14. 


The Audit Committee is composed of two outside/unrelated 
directors. The Corporate Governance Committee is composed 
of three outside/unrelated directors. The Human Resources 
and Compensation Committee is composed of two 
outside/unrelated directors and one inside/related director. 
The Executive Committee consists of two inside/related 
directors and one outside/unrelated director. 


The Corporate Governance Committee is responsible to the 
Board for monitoring the development of the Corporation’s 
approach to governance issues and the Corporation’s response 
to Toronto Stock Exchange Corporate Governance Guidelines. 


The Board of Directors, together with the CEO, have not 
developed position descriptions for the Board and for the CEO 
involving the definition of the limits to management's 
responsibilities. The Board has limited the Executive 
Committee’s authority to approve capital expenditures to a 
sum not exceeding $3 million for any single expenditure 
without reference to the Board. The Executive Committee has 
been assigned responsibility for developing the corporate 
objectives that the CEO is responsible for meeting. These 
objectives will be reported to the Board for approval. 


The Board of Directors has appropriate structures and 


procedures in place to ensure that the Board can function 
independently of management. The procedure is for the 
outside directors to meet as a committee independently of 
management following each Board Meeting. This process was 
established by Board resolution on September 6, 1996. The 
structure is a Committee meeting, presided over by a 
Chairman, with deliberations recorded by a Secretary, and 
notes being kept. The CEO is the Chairman of the Board and 
consequently, a “lead director” has been appointed who 
chairs the committee of outside directors. 


The Audit Committee is composed only of outside/unrelated 
directors. The Board is satisfied that the terms of reference of 
the Audit Committee are specifically defined so as to provide 
appropriate guidance to Audit Committee members as to their 
duties. The Audit Committee has direct communication 
channels with the Vice President, Finance and external 
auditors to discuss and review specific issues as appropriate. 
The Audit Committee duties include monitoring the integrity 
of the Corporation’s internal control and management 
information systems through direct communication channels 
with the external auditors to discuss and review specific issues 
as appropriate. 


The Board resolved that any committee of the Board or any 
individual director may, at the expense of the Corporation, 
and with the prior consent of the Corporate Governance 
Committee, engage an outside advisor. The Corporate 
Governance Committee would advise the Corporate Secretary 
to implement this procedure as required. 


RESPONSIBILITY FOR FINANCIAL REPORTING 


Management of the corporation is responsible for the consolidated financial statements and all information in the Annual 
Report. The consolidated financial statements are prepared in accordance with accounting principles generally accepted in 
Canada. Significant accounting policies are described in note 1 to the consolidated financial statements. Management exercised 
its best judgement in selecting appropriate accounting policies and providing estimates as part of the reporting process. 
Management maintains a system of accounting and administrative controls to provide reasonable assurance that transactions are 
appropriately authorized, assets safeguarded and financial records maintained in order to provide relevant, reliable and timely 
financial information. Management considers financial information presented in the Annual Report consistent with the consolidated 
financial statements. 


The Board of Directors has appointed an Audit Committee, consisting of two directors who are not officers or employees of the 
Corporation. The Audit Committee meets periodically with management and the independent auditors to review the performance 
of their respective responsibilities and to discuss accounting policy and financial reporting matters. The Audit Committee 
assesses the audit plan of the independent auditor, the audit report and the results of audit findings. The Audit Committee 
provides unrestricted access to the independent auditor to discuss audit and related findings on the integrity of the Corporation’s 
financial reporting process and the adequacy of the system of accounting and administrative controls. The Audit Committee 
provides a recommendation to the Board of Directors on the approval of the consolidated financial statements and the re- 
appointment of the independent auditors. 


The Board of Directors established its intent to maintain high ethical standards in the conduct of the Corporation’s business 
activities by circulating a Code of Conduct to directors, officers and employees. 


President and Chiéf Operating Officer Vice-President, Finarrce 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have audited the consolidated balance sheets of Gendis Inc. as at January 31, 1998 and January 25, 1997 and the 
consolidated statements of earnings and retained earnings and changes in financial position for the fiscal years then ended. 
These financial statements are the responsibility of the Corporation's management. Our responsibility is to express an opinion 
on these financial statements based on our audits. 


We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan and 
perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the 
Corporation as at January 31, 1998 and January 25, 1997 and the results of its operations and the changes in its financial 
position for the fiscal years then ended in accordance with generally accepted accounting principles. 


i Kabra 


Winnipeg, Manitoba Chartered Accountants 


March 27, 1998 


GENDIS inc. 


CONSOLIDATED BALANCE SHEET 
AS AT JANUARY 31,1998 
(thousands of dollars) 


ASSETS 1998 1997 
$- $ 
CURRENT ASSETS 
Casts ae ea EET alt GO MT a SO IC ee a Le ee ee 1,534 853 
Receélvables..c seven Tasks ee ea el Hie ERE To ie Seattle IMU A RREIRe Me ues MAL LAGE GCE roll cy 21,512 © 8,500 
INVEMEOTIOS Le seuctslaledecnecteeets PC aMaOnIie MAL ICU CALLA has VEG ig 6 Sat ya ME apna setett AM ce SI hae Se a) 91,704 - 90,834 
Prepaid @xOenses soe tai SN IN OTe Rees Un ALG aide esi ALE LUbt AER eT a eae ate 3,353 2,147 
118,103 102,334 
INMESTEMEN TS (AOE eee Mee LEN SIL oe Unt uae ate tt el og Rr eda 394,724 141,921 
GAPITALZASSET S(note Anite a A ia fee eee Rea eet a aul PIS AAU A GREAT VIBE Op Bi err Ue 69,373 77 A08 
DEFERRED INCOME FAXES eae Fo TUSSI Sed B Tet ale RPURL tea est pee suas ug Li eee ne — 24,132 
PREBAID PENSION:C@S Til Ote es ie eee aoe ee era HAUL RA iret as ab au Mi ave AN rata Pe i 4,350 4,376: 
586,550 350/171 
LIABILITIES 
CURRENT LIABILITIES 
Banik advances Fu gM eer es MSN Te atiy UsEe CPl ec lan roa Ct toate eA a pe 3,478 6,603 
Bank loans:and other indebtedness:(niote'6) 1.22.0. 558i ee aia oe aes as pd Ale ei 195,710 79,000 
Accounts payable and accrued, abilities 2% 027, vase oot .G ls Sectalecidcata secre da ueetes Sips Ua a a IO 32,038 20,601 
Income taxes payables co Ne Nn Nae a a ote oR! Bee eet ae See Mg eee al pee ere 1,742 1,638 
232,968 107,842 
DEFERRED HINGOMESTAXES 2 tain vic sG0 UM aA abr Gu INU IAT Sits (0) a RAE De en RS StU OE Gp aU ace AEM Eaaa ae 39,232 — 
SHAREHOLDERS’ EQUITY 
CAPITAE STOCK Ot Zi res AUG RN ET oo cect HAUTE Ha Nad a Pe Ng cua NU ala nen 17,016 16,295 
RETAINED EARNINGS 2 ie cette avi Au abs a CUM aa ered Ee UTR ea We epistemic nen i eae 297,334 226,034 
314,350 242,329 
586,550 35014 
SIGNED ON BEHALF OF THE BOARD 
ae OE Srger Bh 
Director irector 


GENDIS inc. 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 
FOR THE FIFTY-THREE WEEKS ENDED JANUARY 31,1998 
(thousands of dollars) 


1998 WS 
$ $ 
SEN RBS aa lh SCN) Ue UU a OS all ANE ae hero Ue eA rR SRE on aL A eMIO ICN Aastha ESN TALE at eo 410,284 509,337 
COSTS AND EXPENSES 
Cost of goods sold, selling, general 
EMG ae MAMistratIVEleXPeIases neue a) Be Min Ne ee est Ma ee en ae ee 393,619 506,521 
CaN MICON IE ACI es tetra UR ee 5 VON EN  iae too SUIS Feet Bae a Ped Aaa eee nu Teste itis LN UR ge 12,096 15,899 
NGC qo at Met a ea Se eee Me Aaa yell PRED eae Po SHU VEL GLU UU et NE LL Papen Toe 7,225 4,993 
412,940 527,413 
PEM e@sS Sar CNet te (IN DOE IIN CO MEI n it ee ic uM ce Rie AC SAME Tung ane (ta (2,656) (18,076) 
RiOVSM OL REST UICHAe OLE: 2 venues Me UN ck teu edtl Meal ES DR OS Oe Sate ta ate (22,123) (41,482) 
Gain on-exchange of.investments(note soo wee AN ee aa eeu uetec dees: 162,750 ae 
PIO VISIOMAOTEOSS OME IMN EStIIEN ES Abe yall Nessa ue ee TRON ulin teat g ig AR Ea (13,800) oe 
BARNINGS«EOSS) BEFORE-INGOME TAXES: asc Wee eee ich ee ey oa 124,171 (59,558) 
Provision 100 (recovery: ot) income taxes (note: 8) i ..i258 easy dell ies lcalastecensteclenness 63,153 (5,700) 
61,018 (53,858) 
Benicia Canaiies OMIMIVOSUNEINS. nce vtec nme sacha ta Macy Coates eee Me tat el sali 12,291 13,015 
Nieiee aN NGOMP OSS) FORT Hab PERIOD) eer a al Te Nato Neste testes sey aSeca ieee conctadosbien oda smeee ste 73,309 (40,843) 
Bie WRISTS ICE name stuy es, ver me ytih Suir) Deceit ie Une muah mien OA, UNE lace me DIRE ten Ral MUTA ae Sta a eee (2,009) (5,283) 
Redemption Or shares tec: eicessssmececcet Aebescaieseileceaes a PONMANR RES Ton eee Mar a a FU AA Uta — (2,037) 
Plat AWINIE EY EARNINGS = Deciining Ol Period sic bee Wig ssamadeesecr. lerestet secs denes eoceeteaedueu tte sack Sauace 226,034 274,197 
RE MINED VEAIRINIINGio =O OF DETOG GG att, dae i wanurs toes cn lsubaeega taunt ua dsgetesenicneseldedas eesnace 297,334 226,034 
PASE Cocin OCS EAI SIGTAINE sae saccose ie cu neraue eee dens autaceian cede cealan AGtae ape ugh yal Me vdadt aise tubaceeyedebtasiaene 4.38 2.44 
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GENDIS inc. 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
FOR THE FIFTY-THREE WEEKS ENDED JANUARY 31,1998 


(thousands of dollars) 


CHANGES IN CASH POSITION 
By operations 
Net earnings (loss) for the period 
Items not affecting cash: 


AT IONTUZATIOM Ne seetace eee oaseeeee 


te eee ee eee e eee ee eee teeta eee eset eee HEE Eee eee n ease sees ea sees esses sees esse esse eeeeee 


Equity in the eamings of investnnentsrs. 22 ic saute ie ac ie canes tececreew ec eeeme 


Deferred income taxes......... 
Cost of restructuring ............. 


Gain omexchange of avestimenits 272i SoU eU ee nte aauccntaterc tates ncgeeay tear. cree ace 
Provision fOF JOSS ONSINVESUTIGMES: estes orm alec alan Myc veheas ch coat te ecen late eeeenn aed eeeete sane eee 
Gain-on disposal: of Gapitah assets «7220. 15. Sh shot meade paceet atin ctans oe gee ayaa nae enone 


Prepaid pension cost............ 


Increase (decrease) in cash from: 


Receivables: his iter eel rt 
IIVEFIEORIES tek ee kare ee 
Prepaid Expenses .........:cc0sseced 
Income taxes pee eae 


By investing activities 


OOo meee meter e ence w eee e maser ene e eee es Here ress ee ea sarees seen sass es esse eee ae eeeeeeearasee 


Pee n ee eee eee ence rere renee see esse sees sees essa sess s esses essere ease esse se se He Ee eeresreseeenye 


Proceeds from:disposal of capital assets i225, a3 vce ob eoas ace da ceat tabs aestatanee oetengte myacuvinee uaeaeeees 
Additions and‘replacement of Capital assets .22._22c5.ss1.decsecaadacksues deqenth cxsein des etote dude orsacestrsenebe 


Notes receivable collected.......... 
Investments acquired ...........::000 
Dividends received from investments 


By financing activities 


Dividends paid .......ccccccccesseescesees 
Westie Of ShiareSascee ce cae 


DECREASEIN CASH ian uehee ites 


CASH - beginning of period............... 


CASH - end of period 


CASH IS REPRESENTED BY: 
Cash 


POO e mee heme ener n ene w neat nese eres sees esse esse es Hess se sstesesess sere eeee esse reserenasases 


Pee n ene e meee eee e enema ene a eee ea sana seen ee eesese sess sas ensseenseseanesesseseasesesseeees 
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73,309 


12,096 

(12,291) 
63,364 
7,861 

(162,750) 
13,800 

(1,043) 
26 


(5,628) 


(13,012) 
(870) 
(1,206) 
104 
(459) 


(21,071) 


3,875 
(6,893) 
999 
(89,526) 


1,000 


(90,545) 


(2,009) 
721 


(1,288) 


(112,904) 


(84,750) 
(197,654) 
1,534 
(3,478) 
(195,710) 


(197,654) 


(40,843) 


15,899 
(13,015) 
(10,187) 

ey tise) 


(174) 
152 


(10,889) 
(1,584) 
6,270 


1,415 
(25,583) 


Es Tee A 


(23,860) 
- 864 
(7,476) 

59 


(525) 
920 


(6,173) 
(5,283) 
(2,245) 
(7,528) 
(37,561) 
(47,189) 
(84,750) 
853 
(6,603) 
(79,000) 
(84,750) 


GENDIS inc. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE FIFTY-THREE WEEKS ENDED JANUARY 31,1998 


1. 


SIGNIFICANT ACCOUNTING POLICIES 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


(g) 


(h) 


Basis of presentation 


The accompanying consolidated financial statements have been prepared in accordance with accounting principles generally accepted 
in Canada. 
Principles of consolidation 


The consolidated financial statements include the accounts of the corporation and all subsidiary corporations. 


Inventories 


The basis of valuation of inventories is the lower of cost and net realizable value determined by the retail method of accounting. 


Investments 


Investments where the Corporation has significant influence, namely Fort Chicago Energy Partners L.P., Chauvco Resources Ltd. and 
Tundra Oil and Gas Ltd. are accounted for by the equity method. This method of accounting brings into consolidated earnings and the carrying 
value of the investment, the Corporation’s share of earnings of the investee and the effect of non-proportionate participation by the 
Corporation in the investee’s capital transactions. The carrying value of the investment is reduced by dividends or cash distributions 
received from the investee. Where the value of the investment is below carrying value for reasons that are considered to be other than 
temporary, a provision for the decline is recorded against the investment and charged to earnings. 


Capital assets and amortization 


Capital assets are recorded at cost. Amortization is provided on a straight-line basis over the estimated useful life at the following annual 
rates: 


Buildings 2% 
Furniture, fixtures, equipment and software 
Stores 10 to 14% 
Office and warehouse 7% 
Computer equipment 25% 
Computer software 20 to 50% 
Automotive 14 to 20% 


Amortization of leasehold improvements is provided on a straight-line basis over the term of the lease plus one renewal option period, to 
a maximum of 10 years. 


Pension cost and obligations 


The corporation maintains an employee contributory defined benefit pension plan and a defined contribution pension plan. All employees 
who meet certain eligibility requirements must participate in one of the plans. For the defined benefit plan, the cost of pensions is 
determined using the projected benefit method pro rated on service. Past service surplus and annual experience gains or losses of the defined 
benefit plan are amortized on a straight-line basis over the estimated average remaining service life of the members of the plan, 
approximately 15 years. For the defined contribution plan, the cost of pensions is the Corporation's contribution to the plan. 


Financial Instruments and Credit Risk 


The carrying value of accounts receivable, accounts payable, accrued liabilities, bank loans and other indebtedness approximate their fair 
values due to their short term maturity. 


Credit risk concentration applicable to a single party is described in note 2. 


Earnings per share 
The calculation of the earnings per share is based on the weighted average number of shares outstanding during the respective fiscal periods. 


2. RESTRUCTURING OF THE RETAIL OPERATIONS 


On February 11, 1997, the Corporation initiated a restructuring of its retail segment. The restructuring involved the closing of 80 retail outlets 
and the centralization of the segment’s head office functions. The closure of the retail outlets was concluded through the bankruptcy of a 
subsidiary, Greenberg Stores Limited and its principal operating division, MMG Management Group. For the period ended January 31, 1998, 
the Corporation recorded a provision for restructuring cost of $22,123,000 pertaining to continuing obligations under leases, employee 
severance settlements and relocation costs in the centralization of head office functions. For the period ended January 25, 1997, the Corporation 
recorded a provision of $41,482,000 pertaining to the valuation of inventories, capital assets and other assets and liabilities for the 80 closed 
retail outlets. ; 


These provisions are based on estimates, including estimates of recoveries from the Trustee of the Estate of Greenberg Stores Limited of 
$11,341,000 included in accounts receivable at January 31, 1998. Due to uncertainties inherent in the estimating process, it is possible that 
changes in future conditions may cause the recorded provisions to change by a material amount in the near term. Adjustments in estimates will 
be charged or credited to future years’ operations. 


3. INVESTMENTS 


(a) 


(b) 


(c) 


1998 1997 
Number of Quoted 
of shares/units — market value Carrying value 
(000’s) ($000’s) ($000’s) ($000's) 
Corporations involved in the oil and gas industry 
and a limited partnership involved in pipeline activities: 
At cost less provision for loss: ; 
Pioneer Natural Resources Company 4,045 127,685 156,402 — 
Pioneer Natural Resources (Canada) Ltd. 3,209 101,081 132,175 — 
Chauvco Resources International Ltd. 14,689 7,785 2,983 ate: 
On an equity basis: 
Fort Chicago Energy Partners L.P. 14,689 - 118,243 84,460 _ 
Tundra Oil and Gas Ltd. 18,579 12,354 
Chauvco Resources Ltd. . . Be 128,443 
Other investments, at cost 125 1,124 


394,724 141,921 


The classification of the Corporation’s investments as long-term and the utilization of the cost basis is predicated on the successful 
completion of the renewal of bank financing, as outlined in note 6, without the further sale of the Corporation’s investments. 


During the period ended January 31, 1998, under a Plan of Arrangement, the Corporation acquired shares of Pioneer Natural Resources 
Company, a public corporation based in the United States and of its publicly traded subsidiary Pioneer Natural Resources (Canada) Ltd. 
while retaining the Corporation’s investment interests in Chauvco Resources Ltd.’s Gabon operations and Alliance Pipeline investment. The 
Corporation received for its shares in Chauvco Resources Ltd., on a formula basis, Pioneer Natural Resources Company shares and 
exchangeable shares of the Canadian subsidiary. Exchangeable shares may be exchanged for Pioneer Natural Resources Company shares 
on a one-for-one basis at any time. As a result of the Plan of Arrangement, the Corporation recorded a gain of $162,750,000 before 
income taxes, $83,550,000 after income taxes. Chauvco Resources Ltd. spun-off to its shareholders its operations in Gabon through a newly 
created publicly traded corporation, Chauvco Resources International Ltd. In addition, Chauvco Resources Ltd. distributed to its shareholders 
rights to acquire its 20% interest in the Alliance Pipeline and Aux Sable Plant project through a transfer of its interests to a aa formed 
limited partnership, Fort Chicago Energy Partners L.P. 


Following the receipt of the rights, the Corporation acquired 14,688,610 units, representing 22% of the limited partnership, of Fort 
Chicago Energy Partners L.P., for cash consideration of $5.75 per unit. This investment effectively represents a 6% indirect ownership position 
in the Alliance Pipeline project and Aux Sable Plant project. The projects involve the design, construction and operation of a 3,000 
kilometre natural gas pipline from northeastern British Columbia to Chicago, Illinois and the construction and operation of a natural gas 
liquids extraction facility at the terminus of the pipeline. Construction is scheduled for completion in the year 2000. 
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(d) The Corporation owns 50% (1997 - 50%) of Tundra Oil and Gas Ltd., a private corporation and 29% of Chauvco Resources International Ltd. 


(e) AtJanuary 25, 1997, the Corporation owned 14,688,610 shares of Chauvco Resources Ltd., a public corporation, representing 30% of its 
outstanding common shares. The following is summarized information from Chauvco Resources Ltd.’s audited financial statements at 
December 31, 1996: 


1996 
($000’s) 
Assets — 637,436 
Liabilities 239,685 
Revenues 215,947 
Expenses 181,816 


For the period ended January 31, 1998, the Corporation recorded $10,065,000 (1997 - $10,229,000) of equity in the earnings of its 
investment in Chauvco Resources Ltd. 


The excess of cost over the underlying share of equity in Chauvco Resources Ltd. since the dates of acquisitions is amortized against the 
Corporation’s share of earnings of Chauvco Resources Ltd. on a straight-line basis ranging from 16 to 20 years. At January 25, 1997, the 
unamortized excess of cost over the underlying share of equity of Chauvco Resources Ltd. since the dates of acquisitions, and included in 
the carrying value of the investment, is $6,446,000. 


(f) Included in other investments at January 25, 1997, are $994,000 of notes receivable from the Corporation’s officers pertaining to the issuance 
of the Corporation’s shares under employee stock option plans. These loans were repaid during the period ended January 31, 1998. 


4. CAPITAL ASSETS 
Accumulated 
Cost amortization Net 
1998 1997 1998 1997 1998 1997 
($000’s) ($000’s) ($000's) ($000’s) ($000's) ($000’s) 


Land 8,054 9275 —_ — 8,054 9 2V5 
Buildings 38,570 40,947 12,364 12,809 26,206 28,138 
Furniture, fixtures 

equipment and software 101,353 105,200 77,009 76,229 24,344 28,971 
Leasehold improvements 25,783 25,889 15,014 14,865 10,769 11,024 


173,760 ° 7 181/311 104,387 103,903 69,373 77 A408 


5. PREPAID PENSION COST 


Prepaid pension cost represents the cumulative difference between the amounts accrued and funding contributions. The most recent 
actuarial valuation of accumulated pension benefits was made as at December 31, 1996. At January 31, 1998, the extrapolated valuation 
of accumulated pension benefits amounted to $37,737,000 (1997 - $44,011,000). Pension plan net assets, available to provide for these 
obligations, amounted to $57,735,000 (1997 - $60,393,000). The valuation of the pension plan net assets is based on market values with 
unrealized gains and losses averaged over a five year period. 


7 6. BANK LOANS AND OTHER INDEBTEDNESS 


In conjunction with the restructuring referred to in note 2, the Corporation renegotiated its bank operating lines of credit. During the 
period ended January 31, 1998, the Corporation increased its credit facility by $84,460,000 to acquire its investment in Fort Chicago Energy 
Partners L.P. The interest rate on bank loans is the prime rate as established by the Corporation’s bankers from time to time. The term of 
the credit facility ends June 30, 1998. 
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(a) 


(b) 


The operating lines of credit are secured by a general security agreement that provides a first floating charge against the assets of the 
Corporation and a pledge of the Corporation’s investment in the shares of Chauvco Resources Ltd. and, subsequent to the Plan of 
Arrangement, the shares of Pioneer Natural Resources Company, Pioneer Natural Resources (Canada) Ltd. and Chauvco Resources 
International Ltd. The units of Fort Chicago Energy Partners L.P. were pledged at the time of the increase in the credit facility. The 
Corporation has also agreed to comply with various covenants commonly found in loan agreements. 


As at January 31, 1998 and at various times subsequent to the fiscal year end, as a consequence of the general decline in quoted 
share prices in the energy sector and the associated decline of the market value of the shares of Pioneer Natural Resources Company 
and Pioneer Natural Resources (Canada) Ltd., the ratio of the aggregate market value of the shares of Pioneer Natural Resources 
Company and Pioneer Natural Resources (Canada) Ltd. to indebtedness was less than the 1.25:1 ratio required in the Corporation’s credit 
agreement. The Corporation has received the support of its bankers, and expects this support to continue through to the June 30, 
1998 maturity date of the credit facility. 


The Corporation intends to negotiate with its bankers for a renewal of its credit facilities at reduced borrowing levels beyond the June 
30, 1998 maturity date. Subsequent to January 31, 1998, to reduce borrowing levels of its operating lines of credit, the Corporation 
sold 1,000,000 shares of Pioneer Natural Resources Company for net proceeds of $31,595,000 which were applied to reduce the 
credit facility permanently. In addition, the Corporation is currently finalizing an agreement with another lender for term financing of 
approximately $50,000,000 which will be used to make a further permanent reduction to bank indebtedness. 


The Corporation expects that the renewal of the bank financing beyond June 30, 1998 will be completed successfully. The 
Corporation believes that its substantial investments in oil and gas, pipelines and real estate are sufficient to support the contemplated 
bank lines. 


Included in bank loans and other indebtedness are loans of $17,741,000 from parties related to certain shareholders of the Corporation. 


The loans are due on demand with interest at the prime rate, as established by the Corporation’s bankers from time to time, less one half 
percent. 


CAPITAL STOCK 


Authorized 


The Corporation is authorized to issue an unlimited number of Class A, Class B and Class C shares. The Class A shares and the Class 
B shares are voting, convertible into one another on a share-for-share basis and rank equally in all respects except that in the case of 
the Class B shares, the directors of the Corporation may specify that the dividend, in whole or in part, shall be by way of a stock 
dividend of fully paid and non-assessable Class C shares. 


The Class C shares are entitled to a fixed cumulative preferential dividend at the rate of $0.60 per share per annum and are redeemable 
at $10.00 per share. 


Class A shares issued 


Number of shares Share Capital 
1998 997 1998 1997 
($000's) ($000’s) 
Opening balance 16,723) 156) wlG 936258 16,295 16,503 
Converted to Class B an (92) — = 
Converted from Class B = on — Nes 
Cancelled sue (213,102) — (208) 
Exercise of stock options 51,500 — 721 ae 
Closing balance 16,774,656 16,723,156 17,016 16,295 


At January 31, 1998, no Class B or Class C shares were issued. During the period ended January 25, 1997, under a Normal Course 
Issuer Bid, 213,100 Class A shares were purchased for cancellation at an average cost of $10.54 per share. The excess of the purchase price 


over the $0.98 per share assigned value of the shares and the associated costs were charged to retained earnings. The Normal Course Issuer 
Bid expired on January 17, 1997. 
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(c) Employee stock option plans 


The corporation has established employee stock option plans for officers and employees of the Corporation and its subsidiaries. Share options 
have been granted for 172,500 Class A shares (1997 - 224,700) at exercise prices ranging from $12.50 to $17.80 per share. The options 
have expiration dates to November 29, 2005. The exercising of these options will not have a material dilutive effect on earnings per share. 


8. INCOME TAX RATE 


Taxes on earnings vary from the amounts that would be computed by applying the combined federal and provincial income tax rates to the 
earnings before income taxes. The following is a reconciliation of the combined statutory rate to the effective income tax rate: 


1998 1998 
_($000's) STOR 
Statutory income tax (recovery) 56,374 45.4 
Permanent difference on disposal of 
an equity investment 24,086 19.4 
Non taxable portion of capital gains and losses (17,207) (13.9) 
Utilization of previously not recognized losses (1,997) (1.6) 
Restructuring costs not recognized — — 
Losses of subsidiary not recognized 896 Or, 
Large corporations tax 596 0.5 
Limitation of deductible amounts 328 0.3 
Other items 77 0.1 
Effective income tax (recovery) 63,153 50.9 


9. COMMITMENTS 


1997 
($000’s) 


(24,061) 


1997 


% 


(40.4) 


(a) Rentals paid on property and equipment leases amounted to $24,763,000 (1997 - $31,687,000). Minimum annual rentals in subsequent 
periods (exclusive of additional amounts based on percentage of sales, taxes, insurance and other occupancy charges) on long-term 
property and equipment leases, the longest of which will expire in the year 2011 and in effect at January 31, 1998 are: 


Period ending January 


1999 
2000 
2001 
2002 
2003 
thereafter 


Minimum rental 


($000’s) 


16,259 
13,320 
10,900 
8,246 
5,689 
19,260 


(b) The Corporation has entered into forward contracts, at an average exchange rate of $1.39 to settle by May 29, 1998, as a hedge of the sale 
of $50,000,000 of United States currency. At January 31, 1998, the unrealized loss on the contracts amounted to $2,661,000. The actual 


gains or losses on the forward contracts will be determined and recognized when the contracts are settled. 


(c) The Corporation has letters of credit outstanding of $14,260,000 (1997 - $10,394,000) primarily relating to the purchase of inventory. 
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10. SEGMENTED INFORMATION 


11. 


Segmented results on consolidated operations 


(thousands of dollars) 1998 1997 
Segment Segment 
operating operating 
Sales profit (loss) Sales profit (loss) 
sel BCP Ace eit a see ees So 
Saan Stores 400,969 4,215 262,446 Siphes) 
MMG Management Group DOF (1,686) 243,843 (24,981) 
Real estate 6,238 3,838 6,226 3,874 
412,714 6,367 512,515 (13,534) 
Elimination of inter-segment revenues (2,430) — (3,178) — 
410,284 6,367 509,337 (13,534) 
General corporate income (expense) (1,798) 451 
Interest (7,225) (4,993) . 
Net loss before the undernoted (2,656) (18,076) 
Cost of restructuring (22,123) (41,482) 
Gain on exchange of investments 162,750 — 
Provision for loss on investments (13,800) = 
Income tax (expense) recovery (63,153) 5,700 
Equity in the earnings of investments wt 291 13,015 
Net earnings (loss) for the period 73,309 (40,843) 
Amortization Capital Identifiable 
expenditures assets - 
1998 1997 1998 1997 1998 1997 
CTRL: WAS eiindh Sina eaniriah Mbnotaba ven ete we hae iody Men as ts oc 
Saan Stores 11222 6,657 6,806 4523). 137,679 90,575 
MMG Management Group — 8,361 —. Dane ce 53,444 
Real estate 853 861 73 374 35,167 34,253 
Equity investments — — — — 103,039 140,797 
Corporate 21 20 1 — 310,665 SO? 
Total 12,096 15,899 6,893 7,476 586,550 350,171 
SUBSEQUENT EVENTS 


(a) In February, 1998, the Corporation sold 1,000,000 shares of Pioneer Natural Resources Company for $31,595,000. The proceeds were 


applied to reduce bank indebtedness. A loss of $10,200,000 was incurred and accordingly, the Corporation has made a provision for the 
loss at January 31, 1998. 


(b) Subsequent to January 31, 1998, Chauvco Resources International Ltd. provided notice of its intent to secure additional equity financing 
by way of a private offering for warrants to be exchanged for common shares. Following the notice, Chauvco Resources International Ltd. 
suspended its offering pending further review of its operations. The quoted market value of the Chauvco Resources International Ltd. 


shares has declined significantly since January 31, 1998 and accordingly, the Corporation has made a provision for loss of $3,600,000 at 
January 31, 1998. 
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CONSOLIDATED FINANCIAL INFORMATION 


Five Year Review 


(in thousands of dollars, except per share data) 


Fiscal period ended 


Operating Results 

Sales 
Saan Stores 
MMG Management Group 
Real Estate - external 


Operating Profit (Loss) 
Saan Stores 
MMG Management Group 
Real Estate 
Corporate Income (Expense) 
Interest 


Net Earnings (Loss) 

- before the undernoted 
Gain on exchange of investments 
Provision for loss on investments 
Cost of Restructuring 
Income Tax Expense (Recovery) 
Earnings from Investments 
Discontinued Operations 

Net Earnings (Loss) 


Dividends Declared 

Issue of Share Capital 
Redemption of Share Capital 
Cash Flow from Earnings 
Capital Expenditures 


Financial Position 

Total Assets 

Total Invested Capital 

Long-Term Debt 

Deferred Income Tax Payable 
(Recoverable) 

Shareholders’ Equity 


Per Common Share 
Earnings (Loss) - full year 


Discontinued Business 


Before 
discontinued operations 
Ist Qtr 
2nd Qtr 
- 3rd Qtr 
Ath Qtr 


Annual Dividends Paid 
Shareholders’ Equity 


Other 
Class A shares outstanding 
Share Price (1) 

- High 

- Low 


Notes: 


January 31, 
1998 


410,284 
400,969 
5,507 
3,808 


6,367 
4,215 
(1,686) 
3,838 
(1,798) 
7,225 


(2,656) 

162,750 
13,800 
22,123 
63,153 
12,291 


73,309 


2,009 
721 


(5,628) 
6,893 


586,550 
353,582 


39,232 
314,350 


4.38 


16,774,656 


27.60 
9.80 


January 25, 
1997 


509,337 
262,446 
"243,843 
3,048 


350,171 
218,197 


(24,132) 
242,329 


(2.44) 


16,723,156 


13.30 
7.80 
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_ January 27, 


1996 


5295737 
269,918 
256,692 

3,127 


(21,560) 
(939) 
(24,120) 
3,499 
(3,182) 
8,672 


(33,414) 


(13,442) 
10,485 
105,297 

(114,784) 


9,141 


(18,210) 
19,926 


394,991 
276,067 


(14,633) 
290,700 
5.66 
6.22 


16,936,258 


17.00 
9.88 


January 28, 
1995 


532,188 
274,900 
253,939 

3,349 


3,730 
10,426 
(12,635) 
5,939 
1,108 
13,055 


(8,217) 


(2,635) 

10,724 
7,661 

(2,519) 


9,135 
1,254 


ats 
21,124 


424,614 
273,401 
70,000 

(630) 
204,031 


0.76 


16,936,259 


19.25 
14.00 


January 29, 
1994 


533,884 
266,997 
263,441 

3,446 


13,204 
12,474 
(4,803) 
5,533 
1,023 
10,210 


4,017 


1,822 
8,864 
6,995 
4,064 


9,094 
Sap | 


13,980 
21,109 


405,519 
265,126 
60,000 


6,017 
199,109 


1:07 


0.41 


0.66 
(0.04) 
0.10 
0:29 
0.31 


0.54 
11.81 
16,853,060 


Dr DS 
16.50 


(1) For Canadian capital gains tax purposes, the Valuation Day value of Gendis Inc. common shares on December 22, 1971 was $2.98. 
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Toronto, Montreal, Halifax 
E-mail: tmcphers@cibcmellon.ca 


Auditors 

Coopers & Lybrand 

Suite 2300, Richardson Building 
One Lombard Place 

Winnipeg, Manitoba 

R3B OX6 


Exchange Listing 
Toronto Stock Exchange 
- Class A and B shares 


Principal Bankers 

Bank of Montreal 

Bank of Nova Scotia 

Canadian Imperial Bank of Commerce 
Royal Bank of Canada 

Toronto Dominion Bank 


Investor Relations 

P.O. Box 9400 

Winnipeg, Manitoba 

RIGBESs 

E-mail: finance@wpg.gendis.ca 


SENIOR OFFICERS OF PRINCIPAL SUBSIDIARY CORPORATIONS 


Gendis Realty Inc. Saan Stores Ltd. 


(property holding company) (clothing and junior department stores) 


ALBERT D. COHEN 
Chairman & Chief Executive Officer 


G. ALLAN MACKENZIE 
President & Chief Operating Officer 


DAVID J. DRYBROUGH 
Vice President 


N. PAUL CLOUTIER 
Secretary 


RICHARD H. BRUSEGARD 
Assistant Secretary 


EQUITY INVESTMENTS 


Tundra Oil and Gas Ltd. (50%) 
(Oil and gas exploration and development) 


Fort Chicago Energy Partners L.P. (22%) 
(pipeline holding company) 


ALBERT D. COHEN 
Chairman & Chief Executive Officer 


G. ALLAN MACKENZIE 
Chairman of the Executive Committee 


F. ROBERT WHITNEY 
President & Chief Operating Officer 


LEONARD DOLEZSAR 
Vice President, Operations 


JACK SORENSON 
Vice President, Finance 


MYRON HUTMACHER 
Vice President, Merchandising 


THOMAS PEAKE 
Vice President, Planning & Development 


EUGENE PHANEUF 
Vice President, Logistics 


NORMAND NOWLAN 
Vice President, Marketing 


ROGER RAMSAY 
Vice President, Human Resources 


DAVID J. DRYBROUGH 
Vice President 


N. PAUL CLOUTIER 
Secretary 


RICHARD H. BRUSEGARD 
Assistant Secretary 
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